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Danr Applicant: 

We have considered your npplication for  a m p t i o n  €ram Federn1 income tnx . . 

**** *  ***9, under the laws of tho S ta te  of ********* . Article  T h W  of 
your Art icles  of Incorporation etnttrs that tho prpoaee for which yo11 ' 
,.dro Eonned are, t n  port, "charf~lhle;  benevolent, daunosy!mry, od~rcatioual, 
civil ,  -partriotic,  social,  l i t e ra ry ,  cul tural ,  r r t l~lnt ic ,  sc ien t i f i c ,  sgti- 
cul tural ,  l ~ o r t i c u ~ t u r ~ 1 .  commircial, hidustrial,  and any ocher ~ p e c i f i c  . 

purpoeen which encourasa ead auiintain cdl tural  davolopnent,." 

Your a c t i v i t i e s  c o m i s t  primarily of 'operatfnl  a former for p rof i t  m v i o .  
thaater where contenporarp nmviao are presanted to tho prthlic on a r a a r l a r  
n i ~ h t l y  basis,  Admj.saion foes ore ****  per adul t  and $****  per 'child. 
Conceseions a r e  eolrl oe an adjunct to  the moois faature. To rn Lesser axtcnt, 
you promote cul tural  o r  educntional ac t iv i t ioo  each ae poneoring performinu 

conceroion. purchases, +bertiring, and n0m1 operating expernos m10 ns 
u t i l i t i e s  nnd of f ice  eupplfes. 

omantzetl and operated exclusively fo r  rclfginus, charitable, 
s c i e n t i f i c ,  t m t i n g  fox public safety, , l i t e ra ry ,  o r  trdttcational - 
:)ttrpnocs, or t o  E o ~ t e r  national o r  international a m a t e ~ r  w o r t s  
conpetition (5ut Only i f  no par t  of i ts  a c t i v i t i e s  Irmolvee the 



************  ******* ***  -- . 
****** ********** I .  . . .  

9 ' .  
prevontion of cruel ty t o  children o r   animal^, no par t  of the -.-- 

net earnings of which inures t o  the banefi t  of any prl.vnto 
~hareholder  o r  Individual, no ~ u b s t a n t i a l  par t  of the nc t iv i t i es  

, 

of which i s  carryinc on propaganda, o r  atlien?iea attempt in^ to 
inf lrience ley,islation (axcept ns o therc~ioe provided i n  
subsection (I))) ,  and which does not par t i c ipa te  in ,  o r  intervene 
i n  (including the publishing or  dis t r ibut ing of s ta tmonte) ,  
any po l i t i cn l  carnpaian on behalf oE nny calldidate for public 
office." 

Section 1.501(~)(3)-1 of the Income Tax Rebulations re la tes  to the , . 
deEinition of tho orghnisation and operation of orgnnizations dcecribcd 
i n  Section 501(c) (3). It raads. i n  part,' us follotre: 

"In order to  be exempt ae nn organiiation described in 
..I 

Se.cLion 501(c) (3). an organization must bs both organized 
and operated exclusively fo r  one or  more of the parpoues 
specified i n  such section. If en ,  orgmizntf.on . fai l9  to  
meet e i ther  the organizational t e s t  o r  the operntionnl; 
teot ,  i t  is not exempt.-The term 'exempt purpose or  
purposes,' a s  used i n  t h i s  section, manta any purpose or  
purposea specified i n  Section 501 (c) (3)-." 

"An organization ia  ' o r p a ~ ~ i z e d ~ , ~ c l u s i v e l y  for ono o r  more 
exempt purooees only tf its a i t i c l e ~  of organizntion- 
l i m i t  tho purposes of such orpanizntion to 'Me  or mare 
exempt purpooes ." 

"An orgnnieot~on will be regarded us, 'operated exclusively' 
for  one o r  more exmpt purposes only i f ,  it engases primarily 
i n  a c t i v i t i e s  which accomplish one or mare af such a ~ p t  
purposes apeciEied i n  Section 501 (c) (3). An oreanizntion 
vil l  not he so  regarded i f  more than an lnstibstantial 
p a r t  of i t n  a c t i v i t i e s  Is not i n  furtherance of an exempt 
purpose." 

~ur t l~ermore ,  the ? c ~ ~ l n t i o n s .  provide that  an oreanization is m t  operated 
nxcl~ir,i.$ely for  a:: rvcnnt purlrose i f  , i t 8  primary a c t i v i v  ia carrying on 
sn unrclated trade or b~~s incso .  

I!ie operation of a movie theater n-. r e m l a r  basis w!~ich.preaento 
non c4ucn tf onel, eonternporprj films t o  the public n t  c u s t o ~ r y  ndmis'sj.on 
fees i s  an ncti7?itv ~ ~ m 3 l l y  cnrried on by commercial buainesaes. Therefore, 
:.re bold that your operation of the elleater Is not dfetinguiahable from that  
o f  a commercial novie theater acd ,conotitutss the c a r r y i m  on of a trade or  
business. 

. . 



1 the claimed exem~tion i t  must be dwotod to an axemot ptmoee exeli~aivelv. 

In Better Businaea Burmu of I.laehiri~ton,, D.C. , . lne. v. Unitod States ' - ' 
326 U.9. 273 (1945). the Court held that  for  on organitation t o  f a l l  within-.-- 

oxampt purposes. 

Since your primary a c t i v i t y  is carryi$,on n trade or kielneee, it ie 
neceoeaty t o  conclude you a r c  not operated excluoivoly for  cine or more of .. 
the  a x a p t  purponos spectfied i n  ~ e c t t o n  501(c)(3) off the Codn. 

In nddition, your p~lrposea a s  s tated In your 'Articles. of: Incorporntion, a r s  . 
broader than those epecified i n  Section 501(c)(3) ~ n d  thoro is no adequate 
proviaion f o r  the d i s t r ibu t ion  of 'your assets  i n  the &ent of diesolutiod 
ae required by Section 1.501 (c) (3)-1.b) (4) of the! Reegulatione. YOU' there- 

' I 
, . 

fore do not meet the First statutory tes t ,  tlmt an ~ r p p n i i t i n n  be'organi!ed , , 

axcluaive!.y f o r  one o r  more ~ x a n p t  QUKpOeCiI. 
% ,  

Das* upon the information submittad, we hove concluded that,you do nnt * . +J ' 

qualify ' for  exemption a s  a n  organization deocribea in Section SO1 (c) (3) ' ' - 
of the I n t e r m l  Revenue Code. ' ,  

. . . L 

You are rwuired to  f i l a  Federnl income tax return8 aanualiy on krm 1120. - I .. . 
. , 

I f  you do not agree with these conclueions, yau nay, dthit. 3 days . ," ' 

from t h e  da te  of t h i s  proposed adverea detominat ion l a t t e r .  appeal - .. 
to  tho RogPonal 0 f f i c h  th;ough thin Key Dis t r i c t  Offico. \;bur .appeal 
should contain the I n f o n a t i o n  described undar Bagional Officd J 

I 
~ p p e a l  

i n  the oncloeed Publication 892, and ahoulF be mailed to' . thie" offico. 
The Roaional Offiee w i l l  let you knov whet action t l r e ~  take snd v i l l  ' 
s e t  a i a t c  and place fo r  any knference  to  be hold. 

- 
~. .. : , . ...., 

Section 7428(b) (2) of the .Ictsinal Rwenue Code p r ~ v i b d ,  ' i n  part ,  thn'tt ,- - , , 

"A declaratory judgment o r  decree undar this sect ion ahall 
not  ba isaued i n  any proceeding unloan the Tax Court, the. 
Court of ? lains ,  o r  the d i s t r i c t  court of the United Stateta  
fo r  the D i s t r i c t  of Columbia d e t a m i n e ~  thet tho orRsnieation 
involved has cxhnusted athninittrativa remedim evaiiitbla t 6  
i t  bithln the Internal  Revenue Service." I 

TF yo11 do not protest  thie  propoaod determination i n  a timely manner, it 
w i l l  be conaidcred by the Internal  Revenue Service an n f a i l u r e  t o  axhaust .... a * . .  L. . . 


